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The following comments evolve from two assumptions:
(1) The "problem'' to be solved is how to cope with catastrophic
medical expenses.
and

(2) The solution is insurance.

Within this frame of reference, the following comments sfill do
not offer a remedy for the catastrophic who has a plan of health insurance
other than the Agency's Association Benefit Plan (over which we have
no control of benefits or rates) nor do they spéak to.the relativély few

employees who may have no health insurance atall.
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THE FEDERAL .E,M-P-L.CYVE'ES HEALTH BENEFITS PROGRAM =~ =~ & oo

: 'f,-The '.-Federal Emch‘)yéé,slHéailth.B’ene'.fi;ts_‘Pf‘dgrarh wa s c~f:é3£éd- in et
o 1959 by Pubhc Law 86- 382 It prbvides."'fo’r a v'a'rietyféf heaith in'surancé“
L ..;.,plans to be made. avalla.ble to federal employees Wlth the gove rnmen.t foager Y

....4.-,',@» . .~ 'z"'. -

'..-:.. b’earlng a fport1on0'£.the .Lp.'r"e_rnlgurn‘ cost. : Types of plans prov1dedrfor aré!

S -Government ‘wide Serv1ce and Indemmty Beneflt Plans

- (Blue €Cross~Blue Shield and Aetna}’ ’
»l_‘Einplpyee Organization (U'nik)n) Plans " -
-Individual and Group Practice Comprehensive Plans
(Servingﬂspecific_ci_ties, or geographic areas)

The program is administered by the U. S. Civil Service Commission
and the Commission contracts for benefits and rates with the participating
plans as well as establishes regulations concerning eligibility, enrollment

procedures, permissible changes in enrollment, etc.
THE AGENCY'S ASSOCIATION BENEFIT PLAN Ge\')(@\

The Agency's health insurance plan, the Association Benefit Plan,
is one of 41 plans which participate in the Federal Employees Health
Benefits Program and as such is subject to the provisions of law and
federal regulations pertaining to that program. Through the sponsoring
organization known as Government Employees Health Association, Inc.

(GEHA), Agency employees annually negotlate the benefits and rates tha.t
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are part of a contract‘get\§een GEHA and the U .S -;C1v11 Service Com-
mis sion..‘ 4 géneﬁts a;ld 'z;a'té's. a.re'brlf'a'ca;l'endar ~ye’a'r bas.ié éﬁd-‘alﬁy*
' propo’sed' éhahgee must be submltted to. fhe _éor.nmis'sien by 31 ..Augtist
_."of the precedmg yea.r GEHA does, eot 'self- 1nsure"' but rather has a - :
>1:;e11c.y w.1th vMutual of‘ Ornaha ‘to ende rwrlt.e“t.he to.'-c;l E;la;ﬁ..a.nd to ay.r .the
.. claims Of._Q:V,el.‘_t retirees. (Claims of a}l,‘eépLQ-yg_es,, overt or. ch‘v'-,er.t‘,__
‘are processed within the Ag.enc.y by ‘A'gency' personnel. )‘: ﬁnde r these
. agreements, i.e., .between GEHA and the Cofnfrﬁssion, and betweeéi.’
GEHA and Mutvual of Omabha, neither GEHA nor Mutual of Qmahé is
lnikevliy te 'ma,ke. or lose large.v surﬁs .<l)f money. Meteai..is. 1imite‘d to a
il chatae nd Somiission be 20NN or e wrode Brohicn, e astia
administrative expenses. GEHA is limited to adrgihistrat’iye (s’ala.--ry)
expeﬁ.se S ,-AnyApr.:‘er‘niu_r?.ls 1n 'e;g,c'e‘s.s ._g_;f_‘.clainrils exﬁléns.e,-‘. 1::>_1.u's. adl;ums- Cnn
tratlve .e;i:.)ens‘é,. plusr1 s.k cha rge{;ge'rnfrﬁs‘siex;, constltute a spec1a1 B
re‘s_ez.'\'/Ae for the exclusive use of GEHA's Assoeiation Benefi‘tA P_leir.*x‘to
increase its benefits or forestall a rate increase. A substantial loss
by Mutual is unlikely since one year's loss will be offset by inc reasing
the fol‘lowing yea_r's premium rate. |
- GEHA attem;;ts‘to meintain Association Benefit Plan benéfits
c.ompar'able.te .fho se of tﬁe two gove.rnrhe’rlt-wiae plaﬁs while a-t‘the ser;ie

A ,~-..~-f,'.,~?im.e."ke-epi.ng-.pr~emi.um§ﬂap,or._;b._elow the cost of these, pj_l;m-s-. Th1$ is..

cons1dered e_ssentlal 51nce enrollment 1n_'the ABP is requlred of all .
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. '-t:;to the ABP;. ~This.wauld. have very llrruted' wspecific appl;catlon, is: costly,
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employe’:e’s under cover. Because the ABP is an experience rated-plan
" any increased claims expeﬁse; including»that due to benefit liberalization;
must be'borne by the ABP‘s own enrollees through inc reased prem1um

. Any beneﬁts that are 1ncreased are. translated by the underwnter S..

actuarles 1nto ant101pated annual inc rease 1n clalms dollars and prem1ums
- .will be :-adjusted; accordingly.. . We must pay the full price of everythlng
" we ask for. Beating this in mind; considération could be given to the

following:
INCREASES IN BENEFITS OF AGENCY'S:HEALTH INSURANCE PLAN.

[ facrnds the ARB bolimbirance Hctor frem B0% fo soie greater
percentage. This is hardly an appropriate rernedy since it Would raise
" the hopefits of evesyone in. the Plan sather fhan just the catastrophic cases, -
lt'-.v;op‘ld tl;el"efor_e _:hlave anexpens1vepr1ce tag

2. Increase the ABP insuraoce' be;;lefit f.rox"n.SO‘%_to .l'ull.cov_erage,.,
after X thousands of dollars in major medical benefits have been paid in
a caletldaf year. 'l‘his i's‘a 'vat'iation of 1 ‘abo've but1t does.pot take
effect unt11 the pat1ent becomes a catastrophlc case It would apply to

" .thé few.who need it the rmost. and theref'ore would be less costly,k?‘k'&w . WW s

3. Add a ”hand1capped beneflt” s1m11ar to CHAMPUS program-
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s %The CHAMPUS Handicapped-program is not Utopia.: It limits benefits to- a- |
maximum of $350 per month and requ1res the patient's sponsor to pay some

part of the monthly cost according to his grade.
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and it 'iquue stionable if underwriter could be persuaded to underwrite.
v o4, Initiefe a "Handicappéd Plan" -o';i itls own. 'Itlis.-doub'tful if’
anyone would underwrite such a‘prografn. .Also doubt-flill.i-f‘anyone ofher :
.. than, employees who alrea!d;é have handmapped famlly members would -
"ep,_r:c;ll Ti';lls =c.eux:se of- ;§£1§n .Woul.‘d-‘heve a: }'11gh”vnsvk .of‘.)e.xtrle.rr-le‘;ui.vel;se
eel_ec‘tion aga_ip.st'sech a. plag._ | -
o 5 Increase thé ABP maximum major medical benefit from’
: . , ;7 So.c00 o ‘
current $30, 000. Probably the most feasible change. Will involve snly
the catastrophic few who need it.l
6. .IncArease thet nurﬁ‘ber of days ‘(p_re.sentl'y 90)_‘dur'ing‘-whicﬁ Basic N
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" Benefits dre paid for ho'spital expenses.” *°
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